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expenses as an investment, and "Methodological Introduction" (Alan Barrett) , 
which discusses the merits of using qualitative and quantitative research 
methods in evaluating CVT investments. Part 2 (chapters 3-8) describes and 
analyzes continuing training schemes in six European Member States: "The 
Evaluation of CVT in Enterprises in Styria in Austria" (Stefan Lorenzoni, 
Dieter Mandl) investigates whether certain goals of CVT were achieved; "The 
Importance of CVT to Enterprises: A Discussion of the Agricultural Foodstuffs 
Sector in Denmark" (John Houman Sorenson) seeks to understand why CVT is not 
being used; "Accounting for Enterprise Investment in CVT in France" (J-M 
Luttringer, N. Pasco) discusses difficulties associated with evaluating CVT 
investments; "Innovative Models for Financing CVT in Germany" (Uwe Grunewald, 
Dick Moraal) studies four innovative models of CVT provision; "Measuring the 
Impact of CVT in Irish Companies" (Alan Barrett, Philip O'Connell) explores 
whether training and productivity growth are positively related across a 
sample of firms. "CVT Activity within the Packaging Sector in Italy" 
(Francesco Garibaldo) provides insights into how CVT can be used to cope with 
challenges faced by a sector. Part 3 contains two chapters: "Methodological 
Discussion, Conclusions, and Further Work" (Alan Barrett) , which reviews each 
report individually before drawing general conclusions regarding methodology 
and "Policy Discussion, Conclusions, and Further Work" (Jean-Marie 
Luttringer) , which examines seven problems in the assessment of training 
investment. Appendixes provide background to CVT in the six countries. ( YLB) 
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Foreword 



Learning and the development of competences has become an encompassing process necessary 
throughout life. However, broad agreement on the necessity of developing a knowledge-based 
society through the ongoing acquisition of competences is affected by the different conceptions 
of the nature of training environments and arrangements. The Member States of the European 
Union are characterised by a variety of approaches to providing learning and training 
infrastructures: while some place the major responsibility for the setting of training provisions 
on government; others strengthen the role of enterprises, social partners or private households. 
All have in common that the promotion of training, and within that lifelong learning, faces 
financial scarcity due to restricted public budgets, increased cost-consciousness of enterprises 
and limited financial resources of private households. The political debate about the role of the 
different protagonists involved in the process of training has been gaining importance; it is 
directly linked to the question of who is expected to bear the cost of training and to reap the 
benefits of improved knowledge and skills. 

In addition to forming a basis for policy development, the analysis of training cost, both flows 
and levels, can be a useful tool for understanding existing policy approaches to the creation and 
development of training infrastructures in different socio-economic contexts. 

To sum up, there are three main reasons for linking tangible and intangible inputs (i.e. costs) 
with attributable outcomes (i.e. returns): 

• Input/cost analysis does not give information on the quality and performance of training 
arrangements. It must be complemented by the assessment of returns in order to discern 
successful practice. 

• Assessing the returns on ‘investment ’ 1 in training is a pre-condition for establishing schemes 
promoting the equal treatment of capital investment and investment in human resources. 

• The evaluation of investment in human resources and its returns in relation to the actors 
involved is useful to develop a rationale for defining their role and relative contributions to 
the process of training provision. 

In previous years, CEDEFOP produced a series of monographs 2 which attempted to analyse and 
compare the flows of training funding in the Member States in order to ‘give both the 
Community and the Member States basic awareness of the financing mechanisms and flows of 
funds in the area of continuing training’. The monographs led to the conclusion 3 that ‘the 
formulation of comparative information on continuing vocational training in each State of the 




1 In accounting terms the cost of training is still regarded as periodical expense, not as investment. 

2 CEDEFOP is currently preparing new financing VET ‘portraits’ for each Member State of the EU, 
these will be published during 1998 and 1999. 

3 CEDEFOP panorama: Financing continuing training: what are the lessons from international 
comparison - synthesis report, Berlin 1995. 
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Community is necessary’ and considers the evaluation of benefits as an area for carrying out 
comparative work. 

This report is a preliminary step in CEDEFOP’s work to contribute to research development in 
the field of analysing expenditure on CVT within enterprises. For this reason, continuing 
training schemes in six European Member States (DK, D, F, IRL, I, A), chosen for their 
heterogeneous training policy backgrounds, were selected for closer description and analysis. 
At the same time it was important to highlight the complexity of the task, given the lack of 
standardised concepts for the specification and the evaluation of cost and return categories, for 
two principal reasons. 

• Firstly, the identification of costs is a difficult task. While a number of training cost 
categories may be defined directly, the attribution of indirect costs appears much less 
obvious. Many of the costs related to human resource development are of an intangible 
nature, and their quantification is problematic. In addition, the definition of costs is even 
more complex where learning becomes less and less formal, being a part of work or leisure. 

• The second obstacle relates to the definition and quantifying of training outcomes, whether 
direct or indirect. In addition, the training causality of effects may not be obvious (it is often 
supposed, but has to be proved). An assumed outcome (intended or non-intended) could 
depend on more than training as an input. 

The six surveys show six different approaches. While they may be too different to develop the 
original concept of a cost-benefit analysis, they do indicate the diversity of backgrounds which 
exist and, therefore, the challenge that this type of work presents. Different approaches and 
priorities regarding cost-benefit analysis appear in very different contexts. Furthermore, while 
the economic view may be restricted to clearly identifiable indicators, it leads to a definite 
comparison of inputs and outcomes and a clear quantification of benefits. A more 
comprehensive analysis of a system of competence development, on the other hand, may meet 
difficulties in delimiting costs and benefits but can be used to identify the positive and negative 
output dimensions of training schemes and to evaluate the policy approach for ensuring the 
provision of training. In this sense, the present project can be seen as a basis for further work 
promoting the notion of cost-benefit evaluation within different disciplines. The results lay the 
ground for a number of further questions which should be faced by the development of 
evaluation tools for funding policy in continuing vocational training. 

As a guide, this publication has been divided into three parts. The first part introduces some of 
the conceptual and methodological difficulties with evaluating CVT investments. The second 
part presents summaries of the individual studies, and the third part draws some methodological 
and policy conclusions and makes recommendations for future work. The full country-specific 
studies are not reproduced here, but have been edited by Sarah Elson-Rogers at CEDEFOP. 
Given the differences in the nature of the studies, a comprehensive synthesis has also not been 
undertaken, instead, two of the project participants (Alan Barrett at the Economic and Social 
Research Institute in Ireland, and Jean-Marie Luttringer at CIRCE Droit et Politiques de 
Formation in France) prepared the introductory and concluding sections. As has been 
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mentioned, this work represents a preliminary step in CEDEFOP’s work in this area which will 
be further targeted and developed in the near future. 



Alexander Kohler/Sarah Elson-Rogers 
Project Co-ordinators 



Stavros Stavrou 

Deputy Director, CEDEFOP 
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Chapter One 

Conceptual Introduction 

(Jean-Marie Luttringer - CIRCE Droit et Politiques de Formation) 



1. Introduction 



1.1 Conceptual discussion 

Applying the concept of investment to the field of training is not an easy task. Assessing this 
investment is even more difficult. This difficulty, to a large extent, is due to the concept and 
practice differing according to the context in which it is used. Thus when training professionals 
refer to investment, their intention is to clarify that their field of activity is a rational economic 
decision and that it contributes to the creation of wealth as much as to the spreading of 
knowledge and the personal development of individuals. At the same time, there are only a few 
examples where a strict analysis of the concept of investment related to training activities has 
been undertaken. Viewed in this way, the concept of training as an investment is a myth which 
might lead to illusive practices; however, it is probably a useful myth with prospects. 

In macro-economic theory, the concept of investment is well-defined where investment means 
temporarily diverting resources (time and labour) away from production towards an activity 
which will form the basis for producing more, or creating a better quality product at or for some 
time in the future. Applying this definition to the field of training creates a number of 
problems. 

From a micro-economic perspective, investment is the creation of an ‘asset’. The notion of 
investment covers all activities which aim to transform a sum of money into one or several 
assets to be used by the company on a long-term basis. Though this principle is clear when 
considering tangible assets, it is not so easy when dealing with intangible elements. For 
example, research and development expenses must correspond to work that stands a ‘reasonable 
chance of success’ in order to be considered as an investment. 

Therefore, from both the micro- and macro-economic perspective, the concept of investment is 
directly linked to production and durability; that is to say it is an asset to the enterprise. 

To some extent, the economic logic underpinning the definition of investment can be applied to 
training without it qualifying as an investment activity. Training is an ‘output diversion’, i.e. it 
is an activity which is not directed to consumption via production. For example, when training 
takes place during working hours, the employees involved are not producing; yet this is not 
enough to define the training as an investment. Moreover, when employees are trained outside 
of working hours, they are already out of the production process; how would this be defined as 
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an investment? Thus, training can be classified as a ‘diversion’ but not necessarily as an 
investment. 

As with any expenditure, staff training results from arbitrations carried out by the executives of 
an organisation. Choosing to spend on training is usually considered from a medium- to long- 
term perspective. This means arbitrating between expenditure which could yield immediate 
satisfaction (whoever benefits from it: shareholders or staff) and the durability of the 
organisation through the maintenance or development of human resources. 

Therefore, only a general definition of investment can be transposed to training. While the 
training expenses are ‘real’, the returns on this expenditure as an investment are uncertain and 
unproved, making the definition of a resulting asset problematic. However, this is also the case 
with other types of investment expenditure, for example, corporate brand names, research and 
development assets etc. 

1 2 Practical problems in considering training expenses as an 

investment 

Considering training expenditure as an investment implies a number of different problems 
when referring to public or private expenditure. 

l*2(i) Problems from the public perspective 

• How to measure the returns on investment , i.e. what is the outcome from each ECU 
invested? 

• How to determine the obsolescence period of the investment? How long does it take to 
recover the amount invested in training? 

• How to choose the participants in training? 

The answer to the first two questions posed would enable the calculation of the value of each 
investment and also facilitate decisions related to: 

- the best possible investment portfolio in training; 

- the arbitration between training and other investments. 

Regarding public investment, the most significant problem to solve, in order to consider 
training expenses as an investment, is the technical problem of measuring the training output. 
This is a problem shared by any other type of investment in human resources, for example, 
welfare expenses. 




X^2(ii) Problems from the private perspective 

From the private perspective, in addition to the above, two further problems arise: 

• Who is financing? 

• To whom does the investment belong ? 

From the perspective of a private household, the answer is clear - when they finance, the 
investment belongs to them. 

From the perspective of the enterprise, the issue is not so simple. There is a problem with 
appropriating the benefits, whether positive or negative, as they cannot be separated from the 
investment itself. This is in addition to the logistical problem of measuring the investment 
results making it difficult to consider enterprise training expenditure as an investment. 

An employer may pay his employees on the basis of their contribution to the enterprise (time 
spent on a certain activity, reaching a certain target, etc.) or on the basis of the results obtained 
(share of the capital), either the global or divisional results. If the training undertaken within 
the enterprise leads to an increase of employee output (productivity) in an equal or higher 
proportion to the cost of the training, then the training has had a positive effect. The question is 
how to appropriate these training outcomes. If the payment system, as is usual, is linked to 
work time rather than results, then the training benefits are reaped by the employer. Only if the 
payment system is somehow results related are the benefits shared. 

The appropriation of the benefits affects the incentives for the employer and the employee to 
invest. If the employer reaps all the benefits, then only they have an incentive to spend on 
training. If the benefits are shared, then there is a joint employer/employee incentive to spend. 

In view of these elements, three problems need to be solved before training expenses can be 
viewed as an investment from the point of view of enterprises: 

• Measuring the output that can be attributed to training and its obsolescence period; 

• Determining who should appropriate the output; 

• Determining who should make the investment. 

1.2 (in) The employer meets the training costs 

In reality, an employer reaping all of the benefits that training can produce is a hypothetical 
situation, as it assumes that the employee does not have the freedom to change their 
employment. If this were the case, only the technical problem of assessing the investment in 
training would exist. This could be solved through setting accountancy agreements. For 
example, the cost of the training could be measured fairly easily and the different types of 
training could be classified according to their amortisation periods. The training expenses 
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could be subtracted from the trading account and recorded as an intangible asset on the balance 
sheet. 

As the appropriation is usually shared between employer and employee, this is not possible. 
The employee would always have the option to utilise the skills he/she has acquired through 
training outside of the company which has paid for it. Given this, two further questions need to 
be addressed in order to record the training expenses on the balance sheet: 

• The way the employee can appropriate a part of the training outcome 

• How to guarantee that the period necessary to depreciate the training investment 
corresponds to the period during which the employee remains within the company. 

The easiest situation, regarding the first point, is when the employee is awarded some of the 
training benefits through a profit sharing arrangement, although this would have to be deducted 
from the overall value of the training investment from the balance sheet. The second issue of 
depreciation time and time within the company could be addressed through negotiations and 
agreements. 

l*2(iv) Employees and employers sharing the costs of investment 

This viewpoint is a complex one. Some kind of ‘ownership deed’ would be necessary in order 
to record a training investment made by an employee on the balance sheet of the company for 
which they work. Without such an agreement, the assets side of the balance sheet would 
outweigh the liabilities side, where investments are treated as separate accounting items. 
Another situation could occur, where an investment recorded on the balance sheet would not 
correspond to any operations made by the enterprise. 



2. Summary points 



While training expenses are, on a pragmatic level, viewed frequently from an investment 
perspective, this status is not a formal one. In practice, viewing training expenditure as an 
investment implies that it is somehow recorded on an organisation’s balance sheet. In reality, 
as the above discussion indicates, this is a difficult task and has major consequences both for 
accounting practice and on the concept of an ‘enterprise’. This does not alter the fact, however, 
that the training undertaken by an enterprise is not considered as part of its value. Assets which 
are being created on the balance sheet do not currently relate to any investment in training. 

The reports undertaken below serve to highlight, in more detail, some nationally based cases 
where a number of obstacles are apparent in answering even the fundamental question as to 
what the ‘returns’ to training actually are. Others discuss and outline certain approaches to 
some of the problems in evaluating the training activity. As was mentioned at the beginning of 
this introduction, the concept of training relies greatly on the context in which it is undertaken. 
The different nature of the studies undertaken for this project clearly indicates this. The final 
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section (‘Policy Discussion and Conclusions’) of this publication will discuss a number of the 
issues which have been outlined above in relation to the outcomes of the individual reports. 
The following part of this introduction will outline the methodological perspective concerning 
the evaluation of training in terms of the different methodological techniques. 



Chapter Two 

Methodological Introduction 

(Alan Barrett - Economic and Social Research Institute) 



The purpose of this project has been to explore how investments in Continuing Vocational 
Training (CVT) might be evaluated. Such evaluations present a multitude of methodological 
issues and difficulties and so it is appropriate that we try to stand back from the country- 
specific studies and reflect on these issues. In the first part of this Methodological Introduction, 
we discuss the relative merits of using qualitative and quantitative research methods in 
evaluating CVT investments. It will be seen from the discussion that this is an area in which 
both approaches can play complementary roles. In the second part of this introduction we 
briefly discuss examples of other work that have attempted to evaluate investments in CVT. 
This will provide additional context for the country-specific studies. The final section 
(Methodological Discussion, Conclusions and Further Work) will discuss the methodologies 
which are used in the country-specific studies and outline what might be undertaken in the 
future to improve research in this area. 



1. Qualitative and quantitative methods 



The intention here is not to present a detailed discussion of the relative merits of qualitative and 
quantitative research methods generally, but rather to discuss the usefulness of both approaches 
in the current context of CVT investment evaluation. As such, we will begin by outlining what 
we are describing as ‘qualitative’ and ‘quantitative’ methods, again focusing on CVT 
evaluation. 

By ‘qualitative’ research, we are referring to work which concentrates on gathering information 
on a small number of enterprises; the information should normally be deep and rich in nature 
and is typically gathered by intensive interviews. While much of the information gathered will 
be quantitative in nature, qualitative research also allows for more descriptive and subjective 
information to be included. The objective of such work is to generate as deep an understanding 
as possible of the enterprises in question. While the information gathered will tell the 
consumers of the research much about the enterprises studied, the small sample nature of the 
work limits the extent to which any lessons learned can be generalised to other enterprises. 

By ‘quantitative’ research, we are referring to work which aims to gather a more limited 
amount of information about a larger number of enterprises. The information is normally 
gathered by short- to medium-length questionnaires, often administered by post or by an 
interviewer who will not be involved in the data analysis or write-up. Due to the nature of the 
information gathering exercise, the questions asked normally require answers which are clear- 
cut and objective. The end result of the data gathering exercise will be a dataset with a limited 
amount of information on a large number of firms. The usefulness of the data is that the output 
of any quantitative analysis is more reliably generalised than the output of ‘qualitative’ 
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research, based as it is on a larger number of enterprises. In addition, through the use ot 
standard statistical techniques, it is possible to say how statistically reliable the results are. 
However, the ‘quantitative’ output is limited relative to the ‘qualitative output in that no 
information may be available on some of the mechanisms underlying certain observed 
statistical relationships or on some variables of importance which do not lend themselves to 
ready quantification. 

As we have loosely defined qualitative research as involving a small number of companies with 
a large amount of information and quantitative research as involving a large number of 
companies and a limited amount of information, it can be said that the two forms of research lie 
along a spectrum. A dis-continuity between the two does arise to the extent that qualitative 
research incorporates a greater readiness to include more subjective information. However, we 
would argue that the spectrum view is particularly useful in the context of CVT evaluation; we 
will now develop this point more fully. 

At the outset it was stated that the evaluation of CVT investments presents a multitude of 
methodological difficulties. It is precisely for this reason that qualitative and quantitative 
research can play complementary roles. We will point out how qualitative research can play a 
role as an input in quantitative research and vice versa. We will also discuss the independent 
roles of both. 

As with many research issues, the use of qualitative research can play a vital initial role in 
identifying the issues of importance. In the case of CVT investment evaluation, this 
identification role can work in the following ways. As training is a diverse activity, ranging 
from formal lecture courses to informal assistance being given to employees, qualitative 
research can play a crucial role in identifying which forms of training are being used and hence 
which forms should be evaluated. In the absence of such qualitative research, quantitative 
researchers may simply omit elements of training from their questionnaire design and analysis. 

Without an in-depth study of individual firms, it is also possible that a broader quantitative 
study could miss vital elements of enterprise strategies which interact with company training. 
For example, a qualitative study may point out that training activities are part of a process of 
workplace re-organisation in which greater decentralisation of decision-making is a crucial part. 
A quantitative researcher who is unaware of such workplace developments may again exclude 
questions relating to such issues from a questionnaire. 

In evaluating CVT investment, a precise estimate of the costs of training is crucial. In order to 
arrive at such an estimate it is necessary to have a full understanding of how training is 
delivered and what the cost implications are. While the direct costs of training pose no 
difficulties for quantitative researchers, the identification by qualitative research of indirect 
costs, such as workplace disruption, allows quantitative researchers to incorporate such issues 
into their research design. 

Qualitative research is perhaps even more important when it comes to identifying the benefits 
of training. While it will be generally understood that training plays a role in raising 
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productivity and the wages of trainees, there are a range of other training benefits which may 
require qualitative research in order to be: (a) identified, and (b) assessed, when the benefits in 
question are to a large extent unquantifiable. With respect to this latter issue, if a benefit, or 
indeed a cost, cannot be quantified it will be omitted from quantitative analysis. However, if 
the cost or benefit is real then its omission weakens the value of the quantitative analysis. 
Generally, it is only through qualitative analysis that an awareness of such ‘unquantifiables’ 
can be created, whereby a truly comprehensive understanding of the costs and benefits of 
training can be produced. Using as an example, increased job satisfaction which may result 
from training; this is clearly unquantifiable in the strict sense. We cannot compare one 
person’s level of satisfaction with another; we can ask questions about levels of satisfaction and 
can create a variety of scales and indices, but we cannot hope to measure satisfaction in the 
same way that we can measure height, weight or possibly even intelligence. For all these 
reasons, quantitative analysis will typically omit considerations of satisfaction. In qualitative 
research, however, through the use of observation and in-depth interview, it will be possible to 
get some sense of the extent to which job satisfaction is enhanced through training and how it 
ranks relative to other benefits. 

The discussion, so far, has focused on qualitative research, how it feeds into quantitative 
research and its independent contribution. It is also important to look at the role of quantitative 
research in the evaluation of CVT investments. As discussed above, the great advantage of 
quantitative research is the extent to which its results are generalisable relative to qualitative 
research. Hence, when statistical relationships are found between training inputs and training 
outputs, we generally know that the relationship applies across firms and is not merely peculiar 
to a particular firm. From a public policy perspective this is a particularly important feature; 
governments are typically interested in enterprises in general and how policies will effect them. 
They are less interested in the specifics of particular plants as policy is rarely aimed at these. 

While the discussion of the previous paragraph outlines the usefulness of quantitative research 
independent of any feedback to qualitative research, such a feedback can arise. Quantitative 
analysis often produces statistical results which are not readily explainable. For example, a 
quantitative study might find that a certain type of training raises productivity whereas another 
type does not. The quantitative researcher can speculate as to why this finding might have 
arisen, but ultimately it may require the use of qualitative research to study an enterprise again 
and to work out what the mechanism is lying behind the statistical observation. It may be that 
different outcomes from different types of training are related to differences in input quality or 
to differences in the ways employees are encouraged to implement the results of their training. 
Whatever it may be, it requires qualitative research to answer the question, so in this way, 
quantitative research can act as an input into qualitative research. 

To conclude this section, we can say that both qualitative and quantitative research methods can 
play important roles in generating insights into the link between training investment and 
training benefits. These roles can be independent or they can be input-roles. Either way, it is 
clear that qualitative and quantitative methods should be used in a complementary fashion in 
order to derive the highest value from research in this area. 



2. Existing studies 



In this part, we will briefly discuss one quantitative study and one qualitative study on the 
evaluation of CVT investments. Our purpose here is not to provide any type of literature 
review; instead, what we want to do is to illustrate some of the points made so far within this 
introduction. 



2.1 A quantitative study 

The quantitative study which we will draw on is that of Holzer et al (1993). The purpose of 
this study was to assess if training provided by firms had a positive effect on productivity. The 
authors generated their dataset by surveying companies engaged in manufacturing which had 
applied for grants to undertake training. They collected information on training inputs and 
other characteristics of about 200 firms, including such information as number of employees, 
payroll and workplace practices. They also collected information on variables which they 
hoped measured productivity. 

In many ways, their measures of training and productivity capture the limitations of quantitative 
analysis. They measure training by the number of hours of training per employee. Clearly, 
such a measure misses many dimensions of the training input such as quality. Similarly, their 
measure of productivity is the “scrappage rate”, i.e. the proportion of goods produced that have 
to be discarded due to defects. As their analysis looks for a statistical link between hours of 
training per employee and the scrappage rate, they are analysing a very limited dimension of the 
training input/output relationship. This is not a criticism of the manner in which the study was 
undertaken; it is merely an illustration of the limitations of quantitative work, even when it is 
done well. 

Having said all that, the study also demonstrates the advantage of quantitative research; 
evidence is produced that training has a positive impact on productivity (as defined in the 
analysis) across a large sample of firms. Qualitative research may have shown such a 
relationship across a richer range of training inputs and outputs, but we would not know if the 
relationships were specific to the enterprises being studied. It could be said that the Holzer et al 
result is also specific to the enterprises they studied. However, it is the case that larger 
samples, if appropriately selected, produce a higher probability of representativeness; in 
addition, the statistical work includes measures of the statistical reliability of the results, 
something not included in qualitative studies. 

22 A qualitative study 

The qualitative study which we will use to illustrate the strengths and weaknesses of such an 
approach is that of Mason and van Ark (1994). The purpose of this study was to explore the 
reasons for productivity differences between engineering plants in Britain and the Netherlands. 
Based on Production Census data, it had been estimated that productivity was 30 percent higher 
in Dutch plants than in British plants, and so a detailed qualitative study was undertaken to see 
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why this was the case. This provides an example of quantitative research producing a result 
which requires a qualitative approach to produce an explanation. 

The approach adopted was to visit twelve plants in Britain and nine in the Netherlands. A half 
day was spent in each plant during which time managers and supervisors were interviewed and 
some time was spent on the shopfloor. The contrast with the approach in the Holzer et al piece 
is already clear; the level of detail collected on each firm was much greater in the Mason and 
van Ark work, and so the detail they provide in the write-up is a lot deeper also. However, as 
they looked at a small number of plants and in a specific sector, a question mark remains over 
what their work tells us about other firms and other sectors. 

The observations presented by Mason and van Ark provide an insight into the possible 
advantage of qualitative research. In discussing the reasons for the observed productivity 
differences, they were able to identify factors such as older equipment in the British enterprises. 
A more subtle point which they uncovered was that British managers had less assistance from 
highly qualified technical staff in assessing the need for introducing new technology and in 
installing new technology. They were also able to point out that the Dutch vocational training 
system was such that employees had higher levels of vocational training when hired relative to 
their British counterparts. This allowed Dutch in-company training to focus on raising 
employee skill levels further; in contrast, the British companies had to provide more basic 
training. 

This detailed analysis of the differences in productivity between engineering plants in Britain 
and the Netherlands could not have been produced without the type of in-depth observation 
used by qualitative researchers. However, as noted above, a question remains about whether 
the insights can be generalised. In addition, the work as it stands tells us little about the relative 
impact on productivity of the various factors identified. Hence, the need for quantitative 
research arises again, in particular, the need to explore the issues raised by the qualitative 
approach. 



3. Introducing the methodologies of the reports 



In this section, the methodologies employed in the studies presented below, are introduced. It 
will be seen that both quantitative and qualitative techniques have been employed; in addition, 
some of the studies have included further discussion on the difficulties of assessing investments 
in CVT. From the earlier discussion, it is clear that the use of a range of approaches has the 
potential to yield interesting results and also useful insights into how best to conduct research 
in this area. We postpone to a later section (Methodological Discussion and Conclusions) a 
discussion of the extent to which the studies combine to achieve this potential. 

The methodologies used in the individual reports are briefly outlined below, beginning with the 
studies which used qualitative approaches, namely, Austria, Denmark and Italy. 
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3.1 Austria 



The aim of the Austrian study was not to produce exact estimates of CVT investment benefits. 
Instead, the more modest aim was set at investigating whether or not certain goals of CVT were 
achieved. In order to do this, interviews were conducted with thirteen firms in which they were 
asked about their training activities. In the context of being asked about whether or not the 
training goals had been achieved, the firms were also asked for reasons as to why the goals 
were (or were not) achieved. The thirteen firms were chosen so that small, medium and large 
firms were included. In the small- and medium-sized groups, different firms were selected 
according to whether there was a high or low degree of technical innovation and hence, a high 
or low motivation to provide CVT. 

32 Denmark 

The Danish study does not attempt to evaluate CVT investments. Instead, it seeks to 
understand why CVT is generally not being used in a particular sector of the Danish economy, 
namely, the agricultural foodstuffs, seeds and fertilisers sector. The lack of CVT could be 
because of a lack of information as to the benefits of CVT or because employers and employees 
correctly assess that CVT would not produce a positive return. In order to investigate this, 
interviews were conducted with managers, foremen, shop stewards and workers in three 
corporations, covering a variety of tasks. The possible usefulness of this approach for the 
current study is that it may provide an insight into the benefits of CVT investments as perceived 
by employers and employees. 

3.3 Italy 

Like the Danish study, this study does not attempt to evaluate CVT investment. Its aim is to 
provide insights into how CVT can be used to assist in coping with the challenges faced by a 
particular sector. The potential value of the study lies in the extent to which it can identify 
possible mechanisms through which CVT can produce benefits. The sector studied is the 
packaging machinery industry in the Emilia Romagna region. A total of 18 enterprises were 
studied. Interviews were conducted with the people in charge of training and quality; 
information was sought on training objectives and the benefits of training, including its effects 
on product quality and on the careers of employees. 

3.4 Ireland 

In contrast to the three studies just mentioned, the Irish study is quantitative in nature. The aim 
of the research is to explore, using statistical techniques, whether there is a positive relationship 
between training and productivity growth across a sample of firms. The researchers had 
available to them a dataset with information on the training practices of 650 companies for the 
year 1993. They re-surveyed these firms to gather information on a range of variables 
including productivity growth between 1993 and 1995. For their analysis, they have 
information on around 200 firms. 





3.5 Germany 



The German study aims to study four innovative models of CVT provision. Unlike the four 
studies mentioned above, it does not use surveys or interviews, nor does it attempt to formally 
evaluate CVT investments. Its approach would best be described as an example of desktop 
research where details on four models are gathered and presented, with a commentary also 
being provided. The commentary covers issues such as to whom the benefits accrue. The 
potential usefulness lies in the possibility of drawing attention to benefits of these innovative 
approaches, as perceived by the authors of the report. 

3.6 France 

The French study seeks to provide a broad discussion of the difficulties associated with 
evaluating CVT investments. As such, the observations included in it are relevant across all the 
studies reported. Like the German study, its approach is neither qualitative nor quantitative but 
conceptual in nature. However, while the German study focuses on the four models of CVT 
provision, the French study is broader in its outlook and considers issues such as how human 
resource investment should be treated in the accounts of firms. 
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Chapter Three 



The Evaluation of CYT in Enterprises in Stvria in Austria 

(A report by Stefan Lorenzoni/Dieter Mandl from the Institute for Business 
Pedagogics Karl -Franzens -University Graz and the Academy for Advanced 

Management GmbH, Graz) 



1. Background to the survey 



Current surveys within Austria which evaluate the costs and benefits of training conclude that, 
in general, only a minority of companies document the benefits of CVT on a regular basis and 
that companies are more likely to record the costs than the benefits. Given this and the 
available budget and time for this report, the methodology used to estimate the benefits of CVT 
is not based on a regular survey, neither is it based on different categories of CVT. The aim 
was not to have exact results on the evaluation of CVT benefits, but to discuss the reasons why 
defined objectives have or have not been achieved and from this derive some political 
recommendations to promote CVT in the future. Meeting pre-defined objectives can be seen as 
the basis on which the benefits of CVT were estimated and evaluated. Regarding the cost 
aspect, the aim was to discover average amounts of CVT cost. Coupling this with the benefits 
aspect, a set of political consequences could be identified by the relationship assessed. 

This survey has concentrated on enterprise training activity. On the assumption that the 
problems in small-scale enterprises differ from those in middle- and large-scale enterprises, a 
distinction is drawn between three categories. Due to the chosen sample of enterprises and to 
the delineation of the target groups (branches, industrial sectors, territories, etc.), the results 
obtained should be treated as an hypothesis which should be tested against a more 
representative sample. As this work is ongoing, the enterprises used for this report cannot be 
regarded as representative at this time. 

The results are based on both primary data (the survey undertaken for this project) and 
secondary data (existing results/data from other available surveys and statistics). The time 
period, within which the costs and benefits of CVT were undertaken within enterprises in 
Styria, was a representative year selected by the company. 



2. Definition of cost and benefit categories 



2.1 Cost categories measured in this survey: 

• Personnel costs for time spent in CVT and other costs (e.g. internal trainer etc.). 

• Fees and other expenses for CVT paid by enterprises to a third party. 

• Travel expenses, stay-away allowances paid to employees. 
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• Costs for premises, CVT equipment (e.g. internal seminar room) and other expenses (e.g. 
brochures). 

• Costs contributed by individuals/employees. 

Costs are measured on the basis of available documentation in the enterprises. Those costs 
defined which have not been documented by the company, are estimated. 

2.2 Costs not measured in this survey: 

• Other Company costs 

- Costs of staff fluctuation (recruiting, reduction, education of staff). 

- Cost of decreasing product quality, caused where staff do not attend training 

• Costs at the macro level 

- Regional/provincial/national level 

2.3 Definition of benefit categories 

Benefits are measured by the evaluation of graduated achievements of CVT objectives. The 
following objective-categories for CVT have been defined: 



Table 1 



Objectives to Increase Output 
(quantitative and qualitative) 
in terms of increases in: 


Objectives to ensure 
qualification potential 


General Objectives 


• Productivity 

• Efficiency 

• Product-quality 

• Identification with the 
enterprise 

• Increase in work satisfaction 

• Increase of knowledge 

• Increase of skills/abilities 

• Increase of social 
competence 


• Flexibility of personnel 
capacity 

• Adjustment of knowledge to 
future requirements 

• Development of junior staff 

• Reduction of qualification 
deficits 

• Reduction in personnel 
fluctuation 


• Enhancement of 
company image 
on the labour 
market 

• Premium for good 
performance 



3. Methodology applied to measure costs and benefits 



The survey was undertaken through interviews with management directors and those concerned 
with personnel development. Thirteen interviews were undertaken. The survey measured the 
benefits of CVT, in terms of the achievements of pre-defined CVT objectives. Benefits, unlike 
costs, are measured in relative and not in absolute terms. Through awareness of the CVT costs, 
the interviewees evaluated and estimated the extent to which defined CVT objectives had been 
achieved. Moreover, the interviewee also assessed the reasons why these objectives had (or 
not) been achieved within the examined year. 



3.1 Delineation of target groups 



The survey concentrated on the province of Styria. The firms were chosen according to the 
following cluster-categories: 

• Category 1 (less than 100 employees, most of them less than 50 employees): 
CVT-intensive small/middle scale enterprises in an intensively changing environment and 
with a high incidence of technical innovation 

• Category 2 (less than 100 employees, most of them less than 50 employees): 
Small/middle scale enterprises with little motivation to promote CVT and little incidence of 
technical innovation 



• Category 3 (more than 100 employees; mostly more than 1000 employees): 
CVT active, medium-/large-scale enterprises in an intensively changing environment . 

The chosen firms were in the energy supply, construction, waste management, information 

technology, furniture production, pharmaceutical, agricultural and steel production and trade 

sectors. 

3.2 Definition of CVT in the survey 

• Externally organised seminars, conferences, workshops, courses : organised by third party 
providers and attended by persons from different companies. 

• Internally organised seminars, conferences, workshops, courses : organised by the 
enterprise. Neither the training venue nor where the trainer (internal or external) came 
from was a criteria to distinguish intemal/extemally organised activities. 

• Training on the job was defined as planned periods of training, instruction or practical 
experience, using the normal tools of work, either at the immediate place of work or in the 
work situation. The primary purpose of the activity was the development of skills which 
were delivered on a one-to-one basis. 

• Job rotation and quality circles . These activities had the specific purpose of improving the 
skills of the employees involved. The normal transfer of employees from one position to 
another was not included. 

• Self-learning through open and distance learning, video/audio tapes, computer-based 
methods. The trainee managed the time and place at which the training occurred. 



4. Assessment of the obtained results 



In general, the results were not based on a representative size (number of chosen enterprises, 
territorial area) of the sample and should be regarded as an hypothesis , which ought to be tested 
further in an adequate sample. Within the defined enterprise cluster categories the following 
results can be assessed: 



4.7 Evaluation of CVT in category 1 enterprises 

4.1(a) Characteristics 

• small-/middle-scale enterprises 

• intensively changing environment 

• high incidence of technical innovation 

4.1 (b) Types of costs accounted and planning/budgetary instruments 

Expenditure on training fees was documented on separate accounts. Travel expenditures and 
stay-away allowances relating to CVT were not. In the main, expenditure was not documented 
according to different organisational units, i.e. CVT costs were documented for the whole 
company but could not be assigned to the different departments. Personnel costs, in terms of 
worktime consumption in training, were not documented. 

Companies within this category had a separate budget for training. The process of budgeting 
was not always based on an objective training plan. 

4.7(c) Cost in absolute terms and per employee 

The total cost (including worktime consumption on CVT) for the documented forms of training 
was within a range of OS 300 000 to OS 3 million per year. The average cost per employee in 
this category was from OS 5 500 to a maximum of OS 30 000 per year. Costs for training in 
relation to overall personnel costs were 1.1% - 5.8%. 

Both the absolute and the relative amounts of cost were taken into account concerning the 
forms of training documented. This excluded costs for certain types of training e.g. training on 
the job, job rotation and self-learning. 

4.7 (d) Subsidies and co-financing agreements 

Subsidies were mainly given by the Labour Market Service and by the European Social Fund. 
The average amount of subsidies received was between OS 1 million to OS 2 million per year. 
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Examples of co-financing agreements included the participation of employees in courses during 
leisure time or sharing the fees and other costs. Such agreements were made individually. The 
companies interviewed did not report any cost contribution from employees. 

4.1(e) CVT types and those responsible for CVT activity 

Most companies in this category were applying all the defined forms of CVT, e.g. externally 
and internally organised seminars and workshops, training on the job, job rotation and self 
learning. Within these enterprises, the owner or managing director formulated training 
guidelines. The organisation and realisation of training was the responsibility of the 
management. 

4.1(f) Evaluating the benefits of CVT 

Most companies within this category had informal interviews with participants after the CVT 
activity. Sometimes the success of seminar-type events and training measures was checked by 
audits. Most of the time there was no detailed description of the training objectives. There 
were no institutionalised and standardised instruments to evaluate the benefits. 

4.1(g) Assessment of qualification standards 

Most companies within this category had instruments to assess qualification standards by 
organising interviews with the employees. They planned their quantitative personnel 
requirements but, in most cases, not on the basis of defined qualification standards. Some of 
them very actively observed the labour market, in particular, the supply from universities. 

4.1 (h) Key problems in evaluating CVT 

• Time was scarce to assess detailed qualification standards and for CVT planning. 

• Time available for attending training was scarce. 

• There were no objectives defined to indicate the success of the training. 

• The application procedure for subsidies was opaque and bureaucratic. 

• Specific company CVT requirements were not always covered by external training 
providers. 

• Legislation (Working Time Act) was often considered to be restrictive or inflexible. 

4 2 Evaluation of CVT in category 2 enterprises 

4.2(a) Characteristics 

• small-/middle-scale enterprises 

• little motivation 

• little incidence of technical innovation 
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4.2(b) Types of costs accounted and planning/budgetary instruments 



Expenditure on training fees was documented on separate accounts, whereas other expenditure 
related to training was not, e.g. travel and accommodation expenses, etc. Most of the time the 
expenditure was not priced to different organisational units. Personnel costs in terms of 
worktime consumption on training were not documented. Most companies budgeted for their 
training on the basis of the previous periods’ expenditure. 

4.2(c) Cost in absolute terms and per employee 

Overall costs, including worktime consumption, for the documented forms of training was 
between OS 200 000 and OS 900 000 per year. The average amount of cost per employee 
ranged between OS 2 800 and OS 5 400 per year. Costs for training in relation to overall 
personnel costs was between 0.8% - 1.4%. 

4.2(d) Subsidies and co-financing agreements 

Most companies received financial support of between OS 200 000 and OS 400 000 per year. 
Most companies in this category had no specific co-financing agreements with their staff. 

4.2(e) Type of CVT undertaken and those responsible for CVT activity 

Most companies were applying externally organised seminars and workshops. In general, there 
was no responsibility for the organisation and planning of CVT within the enterprises. 

4.2(f) Instruments for the evaluation of the benefits 

Companies within this category did not use any institutionalised, standardised instruments for 
benefit evaluation except brief and informal interviews with the participants. 

4.2(g) Assessment of qualification standards 

Most companies did not have institutionalised instruments to assess qualification standards. 

4.2(h) Key Problems in evaluating CVT 

• Missing definition of future qualification standards and planning of CVT activities. 

• Time capacities for applying basic management instruments were scarce, i.e. managing 
training activities and applying basic instruments of assessing, planning and controlling the 
training. 

• Time for attending training was scarce, in particular for semi- and skilled workers. 

• Opaque and bureaucratic procedure to apply for financial support. 

• Little motivation for management to promote CVT measures. 

• Little motivation for CVT among the employees. 
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• Sometimes specific CVT requirements are not covered by external training providers. 

• Legislation (Working Time Act) is considered to be restrictive or inflexible. 

4.3 Evaluation of CVT in category 3 enterprises 

4.3(a) Characteristics 

• middle/large scale enterprises 

• intensively changing environment 

4.3(b) Types of costs accounted and planning/budgetary instruments 

Expenditure on external and internally organised seminars and workshops, especially 
concerning fees and other expenses paid to a third party, were documented and were accounted 
according to different organisational units by inter-company pricing. Personnel costs in terms 
of worktime consumption, costs for premises, equipment related to CVT were not separately 
accounted. Expenditure on other forms of CVT like training on the job/job rotation, were not 
documented. 

Each organisational unit had a budget for training. Training demand was assessed on the basis 
of interviews with employees or through questionnaires. Sometimes targets and activities were 
defined by the management. 

4.3(c) Cost in absolute terms and per employee 

Costs (including worktime consumption) in this category of companies regarding the 
documented forms of training were between OS 3 million - OS 5 million. The average cost per 
employee ranged between OS 30 000 and OS 70 000. Costs of training in relation to overall 
personnel costs was between 2.8 - 3.5%. 

4.3(d) Subsidies and co-financing agreements 

Most enterprises in this category did not receive any subsidies to promote CVT. 

Some enterprises did have specific agreements with individuals, for example: 

• Company seminars were often attended by employees during their leisure time. 

• Costs for these seminars, were borne by the company (at 50%)and by the employees. 

• There were arrangements to repay investments in CVT if the employee left the company 
before an agreed period of time. 

• Motivated employees often took the initiative to enhance their qualifications. Where the 
training met the company’s interests, there was often an agreement to co-finance the direct 
expenditures (one third employee, two third enterprise). 
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4.3(e) Type of CVT undertaken and those responsible for CVT activity 

Most companies in this category undertook different types of CVT. External and internally 
organised seminars and training on the job were the main categories of CVT practised. 
Responsibility was shared between personnel and other management. 

4.3(f) Instruments for the evaluation of benefits 

Most companies arranged informal questionnaires and interviews with participants, but there 
were no institutionalised and standardised instruments to evaluate the benefits. 

4.3(g) Assessment of qualification standards 

There were institutionalised (annual and half-yearly) and standardised interviews between 
management and employees in which qualification standards were assessed and performance 
appraised. 

4.3(h) Key Problems in evaluating CVT 

• Time was scarce for employees to attend training, in particular for semi-skilled and skilled 
workers. Sometimes adequate substitution was not organised. 

• The motivation for management to promote CVT measures was low especially in the case of 
strong profit oriented organisations. 

• An adequate evaluation of training benefits was difficult and expenditure in CVT measures 
were often reduced particularly in periods of economic downturn or intensifying price- 
competition. Management was not convinced of the need for evaluation instruments. 

• The achievement of CVT objectives, in the main, was measured against the description of 
the seminar contents. 

• Offer of specific training in the branch was too little and opaque. 

• Legislation was often considered to be restrictive and inflexible; for example, attending 
seminars causes overtime; on the basis of the existing Act on Working Time, the enterprise 
has to pay this, which can be twice the price for normal working hours. 
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Table 2 - Summary of the obtained results 
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5. Political consequences 



This part provides an overview of conclusions and possible developments based on the current 
survey results. 

5.7 Redistribution of responsibilities 
5.7(a) General issues to the survey 

Based on the status of the survey, i.e. legal framework and tradition of CVT in Austria, there 
was no justification to recommend a fundamental shift of responsibilities , but there are 
probably reasonable policies (monetary/non-monetary) which could be undertaken. 

5.7(b) Financing 

The key problems in CVT for SMEs (Cluster Category 1 and 2 of the survey) were: 

• scarce personnel to apply the main management instruments in CVT, e.g. assessing 
qualification standards, planning and controlling CVT activities 

• scarce personnel to encourage employees to participate in CVT 

• scarce finance, especially in companies facing price competition. 

One way to resolve these key problems in the different categories of enterprises is to grant more 
specific subsidies to companies. Such subsidies should be programme-based/target-driven (see 
table 3 - Incentives and Instruments to promote CVT) and organised in the form of a co- 
financing model, either with the single enterprise or with groups of enterprises within one 
branch (using qualification synergies) . Financial support is suggested for internal and external 
costs (personnel costs, consultancy etc.). 

Furthermore, to ease the time capacity problem of employees participating in training activities, 
a system of substituting or assisting the employee on training could be introduced. 
Unemployed, older people and those on retraining courses could be offered to those enterprises 
on favourable conditions. 

For SME’s and larger enterprises, financing responsibility should be shifted, in part, from the 
enterprises to the public by granting certain tax incentives through the introduction of a 
qualification reserve or a tax free amount for qualification. This could be granted through a 
change in existing incentives on investment in fixed assets. 
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Additional involvement of the employee 



According to the results of the survey in enterprises (both SME and large enterprises) where 
employees are motivated to attend training and are integrated in the process of CVT-planning . 
the estimated benefits of CVT are better than for other companies. 

To enhance CVT motivation there should be further involvement of the employee by: 

• considering general co-financing agreements in the negotiations on collective agreements, 

• granting tax incentives to the employee, e.g. making costs arising from co-financing 
agreements with the company deductible, to reduce the tax base of the employee, 

• introducing a flexible training passport system for employees and individuals at standards 
acceptable to the labour market. 

5.7(c) Enhancing the internal and external organisation of CVT 

From a CVT organisational point of view, there are some efforts which could be undertaken to 
solve existing problems. 

=> Training-supp ly - to improve the benefits of training the following measures are 
suggested: 

- Introduction of an electronic database to provide information on training supply. 

- Certification programmes for trainers. 

- Provision of a detailed description of CVT programmes. 

=> Responsibility for CVT promotion in general - to encourage more CVT activity, there 
should be a defined responsibility concerning, among others: 

- Defining nation-wide and EU-wide strategies and objectives regarding CVT. 

- Co-ordinating CVT promoting activities on a national and regional level. 

- Organising image campaigns on CVT. 

- Initiating research projects on CVT. 

- Initiative to simplify application for subsidies. 
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Chapter Four 

The Importance of CVT to Enterprises: A discussion of the 
agricultural foodstuffs sector in Denmark 

(A report by John Houman Sprenson of the CARMA group - Aalborg University- and 

EVU - Roskilde University). 



1. Background 



Given the difficulty of undertaking a strict cost/benefit analysis of CVT undertaken by enterprises 
and their employees in Denmark, this survey considers how it is influenced by other actors and the 
organisational and working environment. This is to assess whether the aims of the actors at the 
enterprise and the State level can be achieved. In other words, what benefits to the CVT activity 
can be realised on the societal level. 

Within this survey, the framework conditions under which CVT is undertaken in one sector has 
been analysed and the merits of undertaking a cost/benefit analysis discussed. The sector used is 
the agricultural foodstuffs, seeds and fertilisers sector. The basis of the survey has been case 
studies of the personnel and education planning policy within three corporations, each consisting of 
a number of enterprises and plants with different characteristics responsible for different types of 
tasks as follows: 

• Production of foodstuffs (industrial factory production). 

• Transportation/distribution to and between factories, regional stores, sales units and customers. 

• Regional stores/retail sales departments, these include small agricultural factories. 

The nature of the activities undertaken by this sector is, therefore, diverse. The sector contains a 
number of small- and medium-sized units working within a larger corporation. Within this sector, a 
number of different unit clusters can be identified: 

• Manufacturing - connected to urban semi- and unskilled factory work. This type of work has 
been more recently characterised by increasing degrees of automation. 

• Land and sea transportation - this primarily concerns lorry/truck drivers who need to know about 
the product to maintain an effective communication link between production and the customer. 

• Store and retail work - characterised by manual work; although there is increasing automation 
and use of information technology, the need to have some farming knowledge remains. The 
typical workplace is very small and rurally situated. 

In addition to the diverse activities and the number of very small units, there are a number of 
regional differences in traditions of industrial relations and in attitudes towards trade unionism - 
consequently, the enterprises/management within this sector have to cope with different 
circumstances of recruitment, stabilising and developing appropriately “qualified” labour. 



The ambition of the Danish study has been to examine a number of issues: 

• The three dominant types of work functions. 

• The different ‘cultures’ concerning industrial relations and trade unionism. 

• The three corporations which each have different philosophies concerning personnel 
management and the value of CVT planning and activity. 



2. The Rationale for the study 



This study was co-financed by an “Educational Fund”, established through the 1995 agreement 
between AHTS (employers’ organisation for trade, transportation and services) and SiD (a trade 
union with a large membership of semi- or unskilled workers). They wanted to investigate 
“obstacles towards educational planning and CVT of staff” i.e. why they were not using the CVT 
instruments traditionally used by the central social partners;, neither workers exercise their right to 
training leave, nor are there CVT committees at enterprise level (compulsory if requested by one of 
the social partners). The questions they wanted to address were: 

a) Why do the enterprises not participate in CVT planning or activity, given that they could 
support industrial modernisation? 

b) Why do employees not use their contractual right to two weeks training leave per annum? 

A number of hypotheses were provided for these questions including a lack of information and 
counselling, as well as social and economic obstacles, e.g. school alienation, etc. Such hypotheses 
were used to explore whether a rational basis could be found for such obstacles, for example, if the 
enterprises and workers were merely un-enlightened concerning the benefits of training or whether 
there was an active decision not to participate in CVT, in which case what steps were taken in 
making this decision. 



3. Methodology 



The case studies were undertaken through a qualitative survey within the three corporations to 
understand how managers, foremen, shop stewards and the workers, themselves, perceived their 
qualifications needs in relation to their professional tasks as well as to their everyday life, in 
general, given their previous experience of formal and informal learning and attitudes to their future 
development. 
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4. Attitudes to CVT - The worker experience 



Based on their experience of a decline in employment within this sector during the last 20-30 years, 
the workers expected a continuation of structural rationalisation. As individuals, they hoped to 
continue within the sector until the earliest possible retirement age without too many changes in 
their working conditions. Their attitude could be characterised by a willingness to participate in 
CVT only if they were asked to by their employer. 

This widespread reluctance to voluntarily participate in CVT activity was examined. In general, the 
workers had all left formal schooling at the earliest possible time, not necessarily due to failure but 
due to the social perception associated with this generation, that only children from more wealthy 
families continued their schooling. A number had undertaken an apprenticeship within traditional 
rural handicraft trades but had moved to the agricultural foodstuffs, seeds and fertiliser sector. 

This sector has long been viewed as a good employment opportunity due to long-term stable 
employment - most employees have been in the sector for 15-20 years. While a number of the 
employees have worked in other sectors, they have remained in the agricultural foodstuffs sector 
due to it being the least dissatisfying job. While criteria for work satisfaction tends to be subjective, 
it could also include a number of socialisation factors (excluding earnings and the work 
environment). Such factors are classified within work psychology as: 

• interaction/communication possibilities 

• disposition possibilities 

• the possibility to utilise and expand upon qualifications 

The three main types of work function within this sector indicate a different balance between these 
three aspects of work psychology: 

a) Retail workers - appreciated the interaction and communication aspects of their work. 
Interaction occurs with the local agricultural community of which they are active members, 
rather than with other members of the enterprise. They also appreciated the disposition 
possibilities through their autonomy in organising the local store, given that they have more 
specialised knowledge of customer demand. In practice, this means that they are able to plan 
their own working day and are loyal to the needs of their customers and thereby to the firm. 

b) Transportation workers - appreciated their autonomy through driving their “own” lorry and 
to a large extent planning their working day - the disposition possibilities. They also enjoyed 
the communication possibilities through their deliveries to farmers and picking up supplies 
from the factory. 

c) Factory workers - enjoyed the communication possibilities with their fellow workers which 
supported their problem-solving abilities. They appreciated the qualification possibility of 
informal on-the-job training, enabling them to gain more experience and to move up the 
employment ‘ladder’. They often refer to their own training as self-learning rather than being 
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trained by another employee or formal trainer. This implies an active learning process - that 
employees are seeking opportunities for learning and gaining experience. The pride of those, 
who by ‘self-learning’ have reached a high level of qualifications, is an important factor in 
understanding their attitudes towards CVT: 

• they consider formal teaching to be of little value, not due to failure but due to the 
experience of it having little relevance in real work situations 

• they consider themselves to have enough knowledge and experience not to merit further 
training 

• when new technology is introduced, they prefer to learn on-site and keep to a minimum 
any formal training needed. 



4 .1 Overall conclusions for workers 

The survey indicated that the workers were relatively content with their situation. While they did 
not perceive their work as ideal, they were satisfied that it was the best available given other labour 
market experiences. Consequently, the introduction of CVT participation was viewed as 
unnecessary and a risk rather than as a mechanism for improving their situation. 

Not all of the workers felt the same way. Some workers did not believe that they had found 
satisfactory work in this sector, but stayed due to a lack of suitable alternatives or because they 
expected to achieve a better job status in the sector. For them, CVT participation was perceived as 
one way to improve their chances of acquiring a better position. This also applied to more junior 
staff members, especially those that have participated in IVT or the VEUD 1 programme. 

A considerable number of the workers within this sector believed that CVT would be of negative or 
of zero benefit. Consequently, there would be no demand for CVT irrelevant of the fact that there 
are no economic costs associated with participation. Due to the support of the publicly funded 
AMU system combined with the collective tariff agreement between AHTS and SiD (which obliges 
employers to compensate employees on training their full wage costs up to a maximum of 
DKR 90/hour), most workers would not have to make any economic sacrifice to participate in CVT. 
The obstacles to CVT participation in this case have to be found elsewhere, perhaps in the 
reluctance to be away from the home or work environment but also because there is no perceived 
benefit in participating. For other workers who do receive more than DKR 90/hour there would be 
a cost, and due to the nature of the work within this sector, it could be difficult to replace certain 
employees while they were undergoing CVT. 

This section has tried to elucidate the obstacles (costs) to participation in CVT; a more general 
outline of the way in which enterprises meet their needs through training and personnel policies 
should be presented before discussing the ‘benefits’ to CVT. 



See Annex 2 for more detail on the Background to CVT in Denmark. 
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5. Forms of enterprise production flexibility and their influence 
on CVT investments - The enterprise perspective 



Flexibility contains two main dimensions in relation to the enterprise: 

a) the need for a firm to be able to change the volume of working hours, depending on the seasons 
as well as changes in demand or other connected changes. 

b) the need to be able to change the qualifications structure of the workforce, depending on the 
need to improve productivity through the application of new technology, by introducing new 
types of work organisation, changing trade limits etc. 

5.1 Numerical flexibility 

If the work demands a limited number of and/or a common qualification or if there is a sufficient 
unemployment pool with the required skills, enterprises can easily practice numerical flexibility i.e. 
they can meet changes through “hiring and firing”. 

The agricultural foodstuffs, seeds and fertiliser sector, while enduring seasonal fluctuations in work 
volume, retains a stable staffing number. If the work volume increases, the sector tends to respond 
by sub-contracting some of the work or by recruiting a small amount of temporary staff. Enterprises 
within this sector, therefore, tend not to exercise numerical flexibility. 

5.2 Temporary flexibility 

Instead, the sector has tended to solve its needs through using temporary flexibility, i.e. there is a 
flexible work environment where staff can cover each other’s work. 

Workers within the retail departments would normally have good pre-qualifications and would be 
trained in a number of elements related to their work-knowledge of the agricultural production 
process, customer communication, etc. They have also gained a large amount of knowledge through 
the self-learning process at the workplace, for example the electronic bookkeeping system. This has 
eased the process of re-structuring and rationalisation in that a few workers could be responsible for 
a number of different tasks and aspects of the work. In the slacker times of the year, one option is 
that these workers participate in CVT activity and learn other aspects of the work. 

Those working within the factories face a number of skills demands which cannot be met by 
unskilled workers with no experience. Most of these factories employ a 24-hour production 
process. The need to maximise production through uninterrupted and optimal flow is therefore of 
paramount importance. This is the reason why workers tend to stay with the enterprise for a long 
period of time and participate in self-learning to deal with other, more complex, tasks as well to 
become familiar with other aspects of the production process, for example, gaining experience in 
faults that can emerge, etc. 
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It is important to the factories that their workers can be both flexible and gain a large amount of 
expertise within their own posts. Such expertise can be used and maximised when there is a need, 
through overtime. This has encouraged workers to stay within the enterprise and has enabled them 
to climb the employment ‘ladder’. 

While such conditions can be beneficial to the worker and enterprise, it can also lead to a fragile 
employment situation, for example, if an employee leaves there can be an experience gap and the 
optimum running of production is endangered. Filling such gaps can take ‘production’ time as more 
experienced employees are diverted from the production process in order to train. The danger arises 
that the experience and qualifications profile of the workforce does not match that needed by the 
production process. 

There could be two responses to this problem: 

=> Change the qualifications profile through hiring workers that are already trained through IVT 
and AMU or supplement informal self-training with formalised CVT. 

=> Change the production apparatus and process to make it simpler for less qualified employees, 
thereby lessening the need for IVT and CVT. 

5.3 Functional Flexibility - the potential benefits of CVT investment for 
the enterprise 

The third method of ensuring enterprise flexibility is functional flexibility, the main principle of 
which is that most of the workforce are capable of undertaking tasks outside of their usual job 
functions. There are two dimensions to this: 

=> Horizontal flexibility - where operators can substitute one another and co-operate in 
optimising the total production flow, making the training and integration of novices easier. 
By overlapping job functions, the number of operator staff can also be reduced. 

=> Vertical flexibility - giving operators the skills to enable them to undertake more planning 
and preparation tasks, quality control, machine maintenance, etc. currently the 
responsibility of other workers. Increasing their knowledge of other aspects of the 
production process could enable them to perform more effectively within their own tasks, 
for example, through identifying any technical faults more quickly. 

In the case of vertical flexibility, the possible economic benefit of upgrading the operators could be 
a reduction in other staff, for example, foremen, technicians etc. An added benefit could also be a 
more efficient production system through a reduction in interruptions to the process. (This latter 
‘benefit’ also applies to horizontal flexibility, although the reduction in staff would be possible 
among the operators themselves.) Over time, an upgrading strategy could also imply other types of 
flexibility in adapting to market changes and new technology when such opportunities arise. 

The paradoxical situation, of course, concerning investment in training is that it only makes 
economic sense to invest in technology when the relevant skills to employ it already exist within the 



enterprise. On the other hand, it only makes sense to invest in the skills of employees if there are 
changes in work organisation or technology. That is to say - there is a complementary relationship 
between investment in ‘human ’ and ‘material ’ capital - one cannot take place without affecting the 
other. 

This paradox clarifies some of the problems associated with the methodological question of 
undertaking a cost/benefit analysis. When there is an increase in productivity, how much of it can 
be attributed to investment in ‘human’ capital and how much to ‘material’ capital? Furthermore, if 
an investment were made in improving the vertical flexibility of operators, perceived benefits could 
arise through reductions in staff in other job categories rather than an increase in the productivity of 
those operators. It is also difficult to consider this issue pre- and post-training as a number of other 
factors could also have an influence on production when an enterprise decides to adjust its strategy 
and considers major investments in ‘human’ and/or ‘material’ capital. Therefore, an explicit 
cost/benefit analysis has not been undertaken in any of the case studies within this study. 

Whether the enterprises themselves consider the cost/benefit aspect of participating in training is 
questionable. Even if they do, there are a number of motivations for keeping such analysis secret, 
including: 

• the maintenance of a good relationship with their employees and their local trade union 
concerning educational planning and rationalisation 

• competitors should not be informed of plans to change the production system 

Such issues are important considerations and form obstacles in undertaking effective research 
concerning the decision making process within enterprises. 



5.4 Influences on management decision-making on personnel policy and 

CVT 

What actually influences managers when considering to invest in CVT activities and educational 
planning is not only related to future market and technological development trends; it seems to have 
a much broader character, involving other considerations such as developments in the labour market 
and socio-cultural change. Within the case studies, at least, such considerations could, whether 
implicitly or explicitly, be found in their attitudes towards CVT and other personnel policies, 
including: 

• qualifications and social status of their staff 

• the state of industrial relations within the firm as well as on the national level 

• labour market developments in general; for example, a decline in unemployment could 
threaten the ability to recruit 

• demographic changes - fewer young people within rural areas as well as the trend for the 
‘brighter’ of them to move away from rural areas 

• greater social mobility within society and an increased interest in job content and career 
development rather than wages, as well as the wish to have a full life outside of the 
workplace (for example, reluctance to participate in overtime). 



When explaining their attitudes towards CVT, the managers undertook a holistic approach to 
personnel management in: 

a) recruitment 

b) stabilisation 

c) developing 

d) de-activating (firing and retirement) 

Such an approach is designed to create a staffing system that is beneficial to the enterprise. During 
the interviews it became clear that such considerations were based on detailed knowledge and that 
the most important factor in choosing to undertake CVT or not was the mode of flexibility which 
was dominant. 

5.5 Is there a need for HRD investment if temporary flexibility works 

effectively? 

Where temporary flexibility is the dominant mode of operation for the production strategy, interest 
in CVT is low. It has functioned effectively within the agricultural foodstuffs, seeds and fertilisers 
sector providing a stable employment situation whilst also enabling staff to develop their skills 
through self-learning. For this system to function effectively, it has been necessary to maintain the 
sector’s reputation for employment tenure, thereby attracting the type of employees who will uphold 
this system and ensure its continuance. This system, however, has not operated so smoothly in 
recent years due to a number of factors pertaining to the personnel aspects of the sector. 

a) Recruitment - The sector is experiencing problems in recruiting appropriate personnel for a 
number of reasons, not least because the work is of a manual nature. The ability to attract 
trained recruits and apprentices has been reduced by the need to ensure vertical flexibility within 
the production process and by the lack of information about the changing nature of the work. 

There are some doubts that the sector can attract young workers both willing to and able to gain 
the necessary skills through the internal self-learning process. There is also the danger that those 
they can recruit will leave the enterprise in preference for another job or to continue their 
education. This problem, to some extent, is also demographic in that a number of young people, 
especially the brighter ones, within rural areas leave those areas. 

b) Stabilisation - Ensuring that workers stay within the enterprises is also problematic. A number 
of trained workers have left the sector in periods of economic ‘boom’ when they could earn 
higher wages in other sectors. The current economic situation within Denmark raises the 
concern that more experienced workers could leave the sector. As mentioned earlier, an 
enterprise which organises its production on the basis of the temporary flexibility model is more 
vulnerable to staff losses. 

The countervailing power to the out-flow of experienced workers is the rural culture. Such a 
culture ties the workers within this sector to the area. Their number, however, is diminishing, 
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and more are willing to commute to other areas for better paid employment. 

Given the training situation in Denmark, organising staff policy on the basis of temporary 
flexibility is remarkable. The costs for an employer to train a skilled operator are minimal if not 
neutral, nevertheless it is a loss to the employer if an experienced worker leaves the job. The 
reproduction/replacement of those skills takes time, and during that time a productivity loss will 
be the result. The term reproduction costs suggests investing in training through extending 
worker participation in the production process so that they learn more and more work tasks, not 
as active investments but as preventative measures. 

c) Development - The continuous development of staff qualifications becomes problematic within 
the temporary flexibility model when it is not sufficient to replace what more highly-skilled 
workers do. While the self-learning referred to earlier has satisfied a number of enterprise needs, 
it might not be able to do so in the future. Relying on self-learning requires two conditions: 

=> the quality of human capital - the staff must have the ability and the inclination to 
participate in self-learning; recruiting such people can be difficult. 

=> the learning possibilities within the production process - to foster an environment of self- 
learning, opportunities must exist within the work environment. Such opportunities may be 
diminishing within this sector due to the rationalisation process. It could be argued that 
learning costs which have been integrated in the normal production process have been 
‘saved’ and have to be re-integrated elsewhere. Another reason could be that technological 
innovation has implied changes in fundamental functional principles which have made 
previous self-learning redundant. 

This could imply that on-the-job training will suffice only for routine tasks. More complex 
tasks will have to be taught through formal instruction in the absence of experienced 
workers being able to pass this on. 

d) De-Activating - The fourth source of crisis is that the de-activation policy can counteract the 
consistency of the overall production model. The total number of employees within this sector 
has declined steadily over a number of years. While this did not, in general, threaten the stability 
of employment, the merger of two large corporations within the sector have, with a number of 
workers being faced with redundancy. The Trade Union was able to prevent this by negotiating 
for a number of workers to participate in VEUD but a number of workers which remained were 
faced with a cut in overtime hours. Some local departments were unable to introduce such cuts 
due to the danger of losing their more experienced staff. 

While the management were able to use the process of rationalisation to formulate a general 
training strategy aimed at educational planning and the expanded use of CVT, a number of 
lower-level managers continued with the previous strategy. As the new strategy implied that 5% 
of the staff should be continuously participating in CVT activity with skilled substitutes, it also 
meant a reduction in overtime hours. Again, this would have provided a number of employees 
with an incentive to leave. 
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In some regions this strategy was viewed as impossible, since their core staff would have 
deserted them. However, in most of the regional departments within this corporation a move 
from temporary to functional flexibility is underway. 

5.6 Conditions for changing from ‘temporary ’ to ‘functional’ flexibility 

As long as ‘temporary flexibility’ functions , and also gives a good economic output, it is unlikely 
that any real investments in education and CVT will take place. The four possible sources for a 
crisis in this model have been elucidated above, and each of them or a combination can upset the 
model. Within this sector, the strongest one has been the need to reduce staffing. The trade unions’ 
willingness to co-operate and counteract a reduction in staffing has made a change in workplace 
‘culture’ possible. 

The best example where this has occurred in practice can be found by comparing the development 
within two factories in a certain area. One of the factories has had to deal with the challenges raised 
by a merger and the other has not. The latter still works on the basis of ‘temporary flexibility’. The 
enterprise which underwent a merger placed a number of workers on a VEUD programme. The 
enterprise soon initiated an educational plan with the co-operation of the management and trade 
unions. This plan contained a budget and a time schedule which ensured that most of the staff 
would participate in the three two-week AMU process operator courses. Combined with the natural 
departure of staff, this meant that very few staff needed to be made redundant and a co-operative 
climate remained. The outcome has been that 6-8% of the staff permanently participate in CVT 
activity, and some of the benefits gained by functional flexibility have been realised, although 
within the survey managers were unable to quantify them. As for the workers, many of them are 
less resistant to training and a waiting list has developed to enter the VEUD programme. 

Participation in VEUD for the workers does involve a cost. Due to the maximum DKR 90/hour 
compensation for loss of wages, they have foregone a total of approximately DKR 50 000 
(ECU 6 700) over two years. In addition, there is an element of evening work involved with the 
courses. 



6. Worker benefits from CVT 



As has been mentioned, there are no immediate financial benefits for workers participating in CVT; 
their salary will not be influenced by undertaking the VEUD for process operator. Nevertheless, the 
courses are perceived as one way to gain training and experience which will prevent them from 
being made redundant in the future. 

In addition, a number have acquired skills which are relevant to other enterprises within the 
processing sector. Interacting with other participants in the course has given them a network of 
workers in other parts of the sector, informing them of other employment opportunities were they to 
lose their position within their current employment or want to move on voluntarily. 
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6.1 Another reproduction pattern - with logical, internal consistency 

It seems as if another reproduction logic has been established: 

• The changing work organisation has given young employees more demanding tasks. Their 
chances for formal training have improved. Such chances should enable the enterprise to attract 
younger, and also the brighter, people. 

• Personnel stability is no longer based on a few skilled and experienced employees. The capacity 
to reproduce staff qualifications is higher when practising ‘functional flexibility’. Given the 
training system within Denmark, this implies few economic costs to the enterprise. 

• The developmental capacity of enterprises improves, as workers can cope with a number of 
technological changes and are more willing to attend formal training to enable them to do so. 

• Management decisions to reduce staff numbers are no longer met with such hostility, as the 
workers are aware that they have gained transferable skills and qualifications. In such a 
situation, the management has to be aware that they might lose their most highly skilled and 
experienced staff. In addition to this, management can no longer use time of service as a criteria 
to dismiss staff without undermining the new ‘culture’. 

When ‘functional flexibility’ is established, it gains a reproduction logic of its own. In the case of 
this corporation, its evolution became a necessary response to the inevitable reduction in workers’ 
income due to the reduction in available overtime hours. Where this was not possible, ‘temporary 
flexibility’ continued as the dominant mode. 

The pattern seems to be that where traditional trade union attitudes prevailed, there was a 
willingness to work together and accept the new conditions to prevent a redundancy of workers. 
Consequently, participation in CVT no longer represented an economic cost to the participants. It 
also reduced the number of redundancies and sackings. Furthermore, such changes made the utility 
of participating in CVT more visible. From having a sceptical attitude to CVT, a number of 
workers observed those that participated in CVT reaching a high productivity level quickly and 
realised that they, themselves, could benefit from the training. This created a situation where most 
of the workers were asking for more CVT activity. As educational planning is decided within a co- 
operation committee, the distribution of CVT became beneficial to all workers. 

The growing perception of CVT as a benefit has a number of dimensions for the worker: increased 
job security, the possibility of changing job tasks, the ability to cope with more complex tasks and 
to gain a theoretical understanding of the work process, gaining transferable qualifications, etc. The 
changing training culture within this industry could ensure a reputation for well-trained staff, 
enabling workers to change employment more easily purely on the basis of having worked within 
the agricultural foodstuffs, seeds and fertilisers sector. The potential benefits to the workers, 
therefore, are clear. 

It must be noted, however, that in departments with a more individualistic culture, as opposed to 
traditional trade union attitude, the workers did not accept a reduction in overtime-hours. 
Consequently, temporary flexibility continued as the dominant flexibility structure. 



7. Benefits to workers and to society without high costs to the 
employer 



A number of the benefits gained by the workers could constitute a cost to the employer, for example 
the increased mobility of workers through the transferability of their skills. Arguably, this may be a 
necessary and unavoidable cost. 

To perform the tasks in a production process based on ‘functional flexibility’, younger workers must 
be recruited and trained continuously. Such workers will only remain if they are also able to 
undertake non-firm-specific CVT. Instead of trying to block such training, CVT and the offer of 
more challenging work within the enterprise could be used as an incentive to remain. When the 
economic costs to the enterprises are not large, this appears to be a model where the costs could 
balance the benefits of ensuring high vertical and horizontal flexibility amongst staff. 

This represents a large change in the personnel policy of some enterprises within this sector. 
Whereas previous policy tended to ensure, and to some extent guarantee, lifelong employment, it 
could, in the future, promote mobility and lifelong careers. This reflects the approach at the macro 
level, to support and promote labour market and employment policy, through increasing worker 
mobility and promoting an equitable education policy. These public benefits are the justification for 
keeping the economic costs of participating in CVT so low. 

The necessity of retaining these low costs was mentioned earlier as a pre-condition for establishing 
a consistent reproduction model - a personnel policy in accordance with the ‘functional flexibility’ 
production mode. Public expenditure, therefore, on subsidising CVT seems to be a necessary 
element in ensuring a positive benefit-to-cost balance for HRD investment at enterprise level. 

1.1 Competing business strategies: improving technology vs staff 
upgrading 

The crisis experienced through ‘temporary flexibility’ could be overcome in other ways than by 
moving towards an HRD strategy. Another of the corporations used within this case study has not 
faced the staffing challenges of the one discussed earlier. They have been able to operate 
effectively and efficiently through following the ‘temporary flexibility’ model. Nevertheless, they 
have faced the challenge of replacement of experienced staff that have left. 

This corporation has dealt with the problem through considering the use of technology. New 
standardised production programmes have been introduced which are easier to learn and have 
reduced the decision-making role of the operators. The production process has, therefore, been 
‘routinised’ in order to lessen the need for skilled workers. Such a strategy means that very little 
CVT is needed. 

Making the work more routine tends to lead to the re-location of production to a lower wage area, 
but the logistics of production make this impossible due to transportation costs. 
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8. Conclusions 



To recapitulate, within this sector, there are two competing strategies in personnel policy: 

a) upgrading staff - through using CVT to broaden and deepen employees’ knowledge. 

b) simplifying the production process - making the role of operator less demanding and relying 
more on programmers, technicians and engineers. 

Which strategy is the wiser can only be evaluated after time. 

The first strategy was initiated by the merging corporations not on the basis of a cost/benefit 
analysis of training and a technological development strategy, but because the corporation was 
facing the problem of staff restructuring and needed to undertake this without creating industrial 
relations problems. These could have undermined confidence in the newly merged corporation and 
undermined its market share. 

The second strategy implies low CVT costs for the enterprise, although hypothetically speaking 
costs could rise if the workers exercised their right within Denmark to participate in CVT. 

The decision to implement an HRD strategy must be seen, therefore, as only one part of an overall 
business strategy. A cost/benefit analysis alone would not indicate why a decision to invest in CVT 
is made. Such a decision would have been influenced and balanced by a number of other business 
strategy factors. In the same way, it is of limited use to try to calculate whether public expenditure 
on CVT contributed to economic growth; other factors and priorities are of equal or more 
importance. 



Chapter Five 

Accounting for Enterprise Investment in CVT in France 

(A report by J-M Luttringer/N. Pasco at CIRCE Droit et Politiques de Formation) 



1. Background to the study 2 



A significant amount of public and enterprise funding in France is devoted to the provision of 
continuing vocational training and is supported by legal provision. In 1995, total expenditure 
on CVT, financed by the State, enterprises, local authorities and individuals, amounted to 
1.81% (FF 133 billion) of the gross national product (GNP) - it represented 0.5% of GNP 
twenty years ago. 

The financial significance, and the increase, of the sums allocated to CVT in France has raised 
the question of how to utilise them in the most efficient way. In the 1990’s, the State, as the 
main financier, encouraged the development of qualitative controls for their training activity as 
a basis to evaluate their expenditure. This led to the introduction of a qualitative approach to 
training followed by both enterprises and training institutes and to the development of quality 
certification processes, e.g. AFNOR, ISO 9000. 

Within this new approach, the concept of training as an “investment” emerged. Training was 
no longer viewed purely as a social concept but also as an investment, the financial results of 
which should be assessed. Expenditure on training became seen as an economic “immaterial” 
investment which should be treated in the same way as other “immaterial” expenditure e.g. 
research or advertising. Within this new context two developments occurred: 

1) The practice of evaluating the quality of the training, for example, through audits. 

2) Strengthening the professional status of those concerned with training, for example, 
training managers, trainers etc. 

Although enterprises were equipped with different tools and methods designed to evaluate the 
quality of training, the cost/benefit ratio was never measured. The concept was studied by the 
Commissariat General au Plan but was not pursued, as was the case in North America. 

This was partly due to the compulsory training levy 3 . Such a levy cannot be considered as a 
direct investment for the enterprise. It is viewed to be for the individual and the society at 
large, rather than directly as an enterprise investment and, therefore, cannot be accounted for in 
the asset side of their balance sheets. 



2 

For more detail, please refer to Annex 3. 

3 See Annex 3 for more detail. 



It can be concluded that the assessment of training “investment” is faced with three major 
issues: 

1 . 1 The ability to measure training investment. 

1 .2 The recognition of this investment within companies’ accounting practices and the need 
to develop indicators to improve the assessment of the quantitative impact of training and 
human resources in general on the performance of enterprises. 

1 .3 The link between quality and costs 

1.1 The measure of training investment 

Investment in training is a key element for developing human resources, an element which is 
perceived differently by different types of enterprises and employers. For example, the vast 
majority of SME’s view the training contribution as a mere legal obligation which they have no 
choice but to honour, and their expenditure on training tends to equal that obligation. Analysis 
of training in SMEs 4 shows weaknesses in the management of training where it is viewed as a 
possible solution to limited problems and is not considered as a middle- to long-term 
investment. Training within SME’s tends not to be integrated into the company’s overall 
strategy. 

Conversely, a number of large enterprises support the idea of training investment and 
implement systems that enable them to assess both the costs of training and its efficiency. They 
do this by using the skills of the training ‘buyer’ department within the company whose task it 
is to purchase training on a competitive market at the cheapest price. Other companies 
concentrate on assessment of the quality of the training. In one way or another, therefore, some 
employers are gradually taking into account the impact of their training expenditure. 

The effective assessment and extension of training expenditure, however, raises an accounting 
problem. While the training effort of a company can be assessed through its statement of 
expenditure (‘ declaration 2483’), which is drawn up annually, this statement does not include 
all of the costs incurred by training. Consequently, there is a difference between the amount of 
training expenditure recorded and the ‘actual’ amount devoted to training. The challenge for 
enterprises is to measure the actual amount which constitutes an investment. 

One option would be to employ techniques which are applied to measure other intangible types 
of investment to identify actual direct and indirect training costs. Some enterprises have done 
this through systems designed to assess precisely their training costs. These systems are still 
being tested. 



4 Sources : AGEFOS PME, Perspectives, 1993, France: only 64% of SMEs have set up a training plan. 
The contribution of the training funds to the financing of training and to establish a training plan is 
essential for SMEs. The behaviour of SMEs depends on the way it is viewed: 

- if it is viewed as an extra legal and tax constraint (70% of SMEs), it is implemented empirically, as an 
answer to an urgent need and without connection to the company's overall strategy 
-either it is considered as a budget, managed in the short term (22% of SMEs) 

-or it is included into an overall development programme (8% of SMEs) 
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At present, it is also impossible to measure the output of training investment. Part of the reason 
for this is the way in which training costs are recorded in the financial statement. As previously 
mentioned, this does not include all of the direct and indirect costs of training necessary to 
measure training investment. 



Direct costs correspond to the expenses related to the training courses ( wages of the trainers 
and trainees , pedagogical costs , equipment , functioning costs of training departments and 
services ; transportation and accommodation costs) whereas indirect costs represent the 
replacement of the employees out of work during training sessions , etc. 



Some companies, however, have implemented their own methods designed to assess the precise 
cost of a training course according to: 



• a breakdown of the costs into special categories (costs deriving from the conception, the 
promotion, the implementation, the follow up, and the management of training), 

• measuring the costs necessary to obtain and enhance quality, and, conversely; 

• the costs of ‘non-quality’. 

But the main problem remains in assessing the outcome in terms of the investment. It remains 
difficult to assess this ratio as it requires assessing skills acquired and their use. 



According to a survey conducted in 1997 by INSEE ( National Institute for Statistics and Economical 
Studies f, company training expenditure is not the best indicator of their training effort. Other indicators 
such as trainee numbers or training hours per trainee are more appropriate. The study acknowledges 
that the measure of training efficiency is a difficult task at company level. Only productivity gains can be 
assessed. The study measured the links between enterprise training activity and their economic 
performance. A sample of 1000 companies with 50 to 100 employees were used. The results indicated 
that : 

- training has a direct impact on productivity which rises after the training process 

- on the contrary , too much training may have a negative impact (companies reach saturation point 
when the percentage reaches 5 or 6 %, which corresponds to the level of investment of companies 
which train the most). 



12 Recognition of training as an investment in companies * 

accounting systems 

The challenge for companies, in the coming years, is the development of indicators to improve 
the quantitative evaluation of the impact of training and human resources on their performance. 
The value of human resources needs to be enhanced within the priorities of the management, as 
skills are key elements of the enterprise’s assets. Training must be financed, renewed and 
considered as a real investment. Taking it into account on a formal basis, however, raises 
several technical problems as current accounting rules do not cover investment in intangible 
human resources. 

Immaterial investment in training cannot be measured accurately in the same way as material 
investment. It is more diverse and has only recently been developed as a concept. From an 

5 INSEE, 1997, Economies et statistiques n°303 



accounting point of view, immaterial investments are not immediately likely to produce goods, 
therefore it is difficult to account for expenditure on them in investment terms. Furthermore, 
there is the view that expenses incurred by a company as a result of its legal obligation to 
contribute to training (1.5% of the wage bill in France) cannot be considered as an investment, 
whereas the part of training expenditure which goes beyond the compulsory rate could be 
regarded as an investment (a view shared by the French Commissariat General au Plan). The 
National Council for Accountancy’s position is much more restrictive, where only exceptional 
training expenses can be considered as an investment. Some have attempted to define other 
investment criteria. According to E. Rafinon, only “those expenditures the target of which is to 
build a capital of skills such as retraining, development and not training which enables the 
implementation of pre-existing skills 6 ” can be considered as an investment. 

There is a need for companies to extend their training expenditure and, if possible, to recognise 
training investment in their balance sheets. After all, one of the key targets of accounting is to 
measure as precisely as possible the assets and the income of companies. To this end, balance 
sheets are drawn up annually in order to present the most exact financial situation of 
companies. 

Several major principles have been acknowledged regarding accounting by the International 
Accounting Standards Committee, the French general accounting programme {plan comptable 
general). They have identified technical and legal impediments which prevent human 
resources and training from being accounted for on a formal basis. For example, only goods 
and rights the company possesses can be put on the assets side of the balance sheet according to 
accounting rules when, in fact, training investment is ‘immaterial’ and cannot be part of the 
company’s property. It is obvious, however, that the qualification of staff is connected with the 
value of the company on a competitive market. Therefore, why should training expenses be 
excluded from balance sheets? 

Attempts have been made by enterprises to enhance their training spending and to recognise 
training investments on their balance sheets in the same way as other immaterial expenses such 
as research and development. But, unlike expenditure on research, companies that finance 
training never acquire the property rights on new skills acquired by the workforce. Employees 
may breach their labour contracts at any time; therefore, a company can never be sure of the 
benefits it could draw from the training courses it finances. French labour law (article L. 933-2 
of the French labour code on “clauses de dedit formation") has addressed this by providing 
clauses in some labour contracts whereby employees who have undertaken long-term training at 
the expense of their employer must either stay in the company’s service for a certain period of 
time or refund a part of the training expenses. 



6 “la formation est et n’est pas un investissement”- Education Permanente No. 95. 



ERIC 




-50- 



1.3 The link between quality and costs 



Rather than undertaking a cost/benefit analysis, French enterprises have implemented a 
rationalisation process for the management of training. The issue of the return on investment, 
which was central in the 1980’s, is now considered of secondary importance. Companies tend 
to look at overall policies, accompanied by the control and assessment of training costs and 
their efficiency including an assessment of the training suppliers’ performance. 



The quality processes implemented within companies aim to: 

(i) develop their capacity to identify, as precisely as possible, training needs and to implement 
follow-up and assessment tools, 

(ii) rationalise relations with the training institutes, 

(iii) improve the transparency of the training results. 

1.3(i) Better identification of training needs by companies 

A reduction in training costs is linked with identifying the exact measure of training needs of 
companies. A number of companies have tried to reduce and/or stabilise their training costs 
through rationalising their buying policies. Most of the big companies that spend a significant 
amount on training have been obliged to put a brake on the uncontrolled increase in training 
expenditure. This has led to a new form of training management. The need to have a better 
match between existing skills and the future skills needs of companies has led managers to 
decentralise training management to individual production units, which are now responsible for 
the analysis of their own needs. The central level is no longer responsible for making decisions 
on training requirements, but tends to be increasingly concerned with the global coherence of 
various projects within the policy and the training strategy of the company. In such a context, 
the training plan has gradually become a co-ordination tool for the training needs in production 
units. 

The shift from a highly centralised training management system to various decentralised 
systems, closer to demand, has made it possible to implement more flexible training sessions 
which better correspond to the needs of the trainees. In the meantime, the decentralised levels 
have been provided with follow-up and monitoring tools required for training management. 



This has been the case for the RENAULT company between 1985 and 1994. In order to meet skills needs , 
RENAULT decided to improve the qualification of existing staff rather than to recruit new staff. This 
situation has led to a significant growth in training expenses (4.5% of the wage bill for training in 1994 
versus 2% in 1984). Two guidelines have been issued as far as the management of training is concerned. 
On the one hand , local managers have been put in charge of the decisions regarding training and local 
establishments have been given a direct responsibility for the implementation of training. On the other 
hand , the central levels have concentrated on the transversal aspects of the function ( quality , methods , 
studies etc.). 



1.3(ii) Introduction of a “market-based” relationship with training providers 



Purchasing training has tended to become the backbone of company training policy. Quality 
assurance systems have been implemented to try to optimise the various phases of purchasing. 
Companies have introduced measures in order to account for the need to improve their 
knowledge of and relationship with training institutions on the market. These include: 

• the promotion of a common language and tools for the buyers of training within 
decentralised levels as well as the definition of a general buying process (criteria for 
selection, etc.), and; 

• discussions with the training providers on the structure of training costs with a view to 
improving the cost-efficiency ratio of the training sessions. 

By improving the training purchasing process, companies aim to improve the operation of the 
system through increasing cost-efficiency and monitoring the quality. Some enterprises that 
invest in training have empowered training purchasers to undertake this and have given them 
responsibility for the training budget and for negotiating with the social partners regarding 
prices and the evaluation of training costs. Better management of the relationship with the 
training suppliers has led to a stricter analysis of the costs by the company and to a better 
response to their training demand. 

The relationship with external providers is all the more important for those companies which 
are not large enough to afford their own in-company training centres (although even training 
centres in large companies have to compete with external institutes). Over the past few years, 
these companies have sub-contracted training to external institutes in order to cut costs. In this 
way, the need to reduce costs has been transferred from the enterprise to training institutes on 
the training market. The training providers are therefore in competition with one another and 
are likely to propose a training service at the cheapest possible price. 



FORD FRANCE has implemented training guidelines which have had a direct impact on training costs. 
The target was to achieve a reduction of 5% in training costs every year through subcontracting. 
Training has been subcontracted to one external body (there were 70 training providers before ). The aim 
was to create a more flexible management of training through this massive reduction in the number of 
training providers. The recourse to external training should reduce the costs and improve the quality of 
the training itself 



Improvement of the quality of training and optimisation of the cost/benefit ratio also depends 
on the ability of companies to select the most appropriate training institutes. Companies have, 
therefore, tried to extend and define criteria for the selection of training institutes. Criteria 
designed to enable the effective selection of training, which impacts the cost of training (e.g. 
comparison of prices on the training market, certification procedure, etc.) have also been 
applied to in-company training departments, thereby making them more competitive. 
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1.3(iii) Improving the transparency of training results. 



A number of companies have set up systems to improve the evaluation of training results. In 
order to do this, it has been necessary to pre-determine training needs and establish qualitative 
criteria for the expected output. This is defined in terms of the skills produced as a 
combination of knowledge, abilities and behaviour within the work context. 

The outcome of training, however, is not easy to quantify. It requires appropriate tools to 
measure the quality of the skills produced. Quality is assessed by comparing the outputs with 
the pre-determined targets after the end of training or in a working context. The complexity 
involved in measuring the ‘worth’ of training as an immaterial investment implies that this 
needs to be undertaken with care. It is usually done by transposing the quality process applied 
in other sectors and contexts (for example, the provision of services). 

According to companies, measuring the transfer of skills acquired through training is the best 
way to assess the quality of training. That transfer is only effective when the knowledge 
acquired during the training process is effectively implemented in a real working context. The 
assessment of indirect effects (change in the working relations after training, emergence of 
personal projects, etc.) of training is also considered as important in the measure of the quality. 
Some companies pay particular attention to those changes in the assessment of training. 



Quality process and costs: the "FOREVER PROCESS" implemented in Electicite de France - EDF 

The high cost of training in EDF (more than 8% of the wage bill) and the development of modular 
training , have led to a new style of training management. New software to assess the quality of training 
has been introduced to evaluate the impact of training and to assess the return on the investment. The 
new method used is designed to assess that: 

♦ what was realised is in accordance with what was demanded in the schedule of conditions 

♦ the training has provided the expected results 

♦ the choices made were the best way to reach the targets 

Qualitative criteria are defined when the schedule of conditions is written. There is a negotiation with 
the training provider on several items (pedagogical means ; skills that must be acquired after training , 
etc.) Questionnaires are composed and sent to trainees ; trainers and managers a certain time after 
training. The processing of the data collected makes it possible to compare the expectations of the 
training with the output. 

The implementation of this method has had an impact on the work of the training managers. They must 
give special attention to the definition of measurable indicators for success criteria. The ratio between 
what is expected and what is the outcome is the measure by which the relevance of the training content 
can be evaluated. This process makes it possible to take quality control into account as soon as the 
training sessions are worked out. 





2. Policy consequences 



2.1 Promotion of incentives for investment in training 

To recapitulate, applying the concept of investment to training is not easy for many reasons. 

• Not all training expenditure can be related to the economic concept of investment. 

• Company accounts measure training in terms of a cost, not as an investment. 

• The company does not own the ‘skills’ produced by its investment. 

In spite of these conceptual, methodological and legal difficulties, it is important to place 
training within an economic context, as well as in a legal and fiscal framework. Companies and 
individuals need to be encouraged to invest in the development of skills by funding training. 

According to macro-economic theory, investing means temporarily “diverting” resources (time 
and labour) away from production towards an occupation with the aim of forming a “tool” 
which, it is hoped, will enable increased or improved production or the ability to produce a 
different product. From a micro-economic point of view, “investing” is concerned with 
creating an asset. The notion of investment covers operations which aim to transform a sum of 
money into one or several assets, designed to be used by the company on a permanent basis or 
over a relatively long period. Though the principle poses no particular problems when one is 
dealing with material property, this is not the case when considering the “immaterial”. For 
example, to be considered as investment, research and development expenditure must 
correspond to research that stands “a reasonable chance of success”. 

The notion of investment, in company economics and macro-economics is, therefore, directly 
intertwined with production and also with durability. It is about creating a company “asset”. 
The economic logic relating to the definition of investment can, in part, be applied to training, 
yet without it qualifying as an investment, as follows: 

• Training is a “diversion” away from production. 

Throughout a training period - when this takes place during working hours - the employees 
involved are not producing. This is not enough to define it as an investment. Moreover, 
when employees are trained outside working hours, they are already out of the production 
process. How would this training be recorded as an investment? So, training can be 
classified as a diversion, but not necessarily as an investment. 

• As is the case with any expenditure, staff training is the result of arbitration carried 
out by the leaders of an organisation. 

As with all investment, choosing to train is generally a medium- to long-term consideration. 
This means arbitrating between expenditure which could yield immediate satisfaction 
(whoever benefits from this: shareholders or staff) and the durability of the company 
through the maintenance or development of the human resource. 



• Only a general definition of investment can be applied to training, for while the 
financial outlay to training is certain, the returns, either in financial terms or employee 
effectiveness, are uncertain. 

It can be seen that such investment produces no physical tangible “good”. It should be 
pointed out, however, that there are other investments which do not produce a tangible 
“good”, for example, expenditure on advertising, customer goodwill, research and 
development, etc. 

• The wish to consider spending on training - even partially - as an investment creates 
the need to post it as a company asset. 

This is a difficult concept to tackle due to the impossibility of disassociating the training 
from the ‘trained’. This raises the question of how a company can account for an 
‘investment’ the outcome of which it does not own. 

• The concept of investment is indistinguishably linked to that of production. (Company 
accounting has adjusted this concept through recording material investment on the 
basis of its potential in terms of its effect on production.) 

Training is not directly a productive element. Training and production are more remotely 
linked. Investment in training is concerned with the potential skills that can be endowed. 
Such skills can be applied, amongst other things, to ensuring more efficient production. The 
relationship between expenditure on training and productive potential is necessarily indirect 
as it is mediated by people. 

• Training is indistinguishable from ‘labour’. 

Training is not linked to the productive capital , but to the other production factor, labour . 

The issue to be resolved by a company is how best to combine these production factors 
which are external to it: 

* the capital belongs to the shareholders (who have invested it); 

* labour, to the employees (who sell it: it is a consumption, an operating expense). 



22 Rules of business accounting and training 

Despite, and because of, the issues outlined above, the rules of business accounting do not 
allow training expenses to be posted as an “investment”, neither do they allow the returns to be 
posted as an “asset”. It is true, nevertheless, that training incurs certain costs and expenditure. 
Given this, it is necessary to apply the same principles to it as to any other cost or expense 
incurred by the company, i.e. to proceed with an economic analysis of training. 

This leads to three preliminary questions: 

1. Why and how does one decide to allocate resources to training? 

2. What cost of training should be chosen and what gain measured? 

3. What different types of cost are there corresponding to different types of training? 
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Only when these questions are answered will it be possible to elucidate the conditions for 
considering training cost as an investment. In order to fulfil these conditions, the training 
function must be conceived within the company as a function that is subject to the same 
economic management criteria as other functions (production, marketing, etc.). That is to say, 
more emphasis should be given to training and the personnel responsible for training within 
enterprises. The training function should, therefore, be ‘professionalised’ within enterprises. 

• Under what conditions can and/or must training costs be treated as investment costs 
considering the problems associated with accounting for them? 

Three criteria appear to stand out, which, in a certain way, are close to the economic concept 
of investment: 

a) The purpose of training must be to form “a capital of skills” (for replacement, 
development, conversion, etc.) and not the implementation of pre-existing skills. 

b) The capital only exists if the skills it is composed of have a potentially larger field 
of application that goes beyond the traditional divisions of labour: i.e. they must be 
situated at sufficient levels of generalisation in order to be applied to newer and 
more complex tasks. 

c) The durability of that investment is also inherent in the notion of capital: the skills 
acquired are relevant for a certain period of time and often require other conditions 
(for example, hierarchical instruction) to put them into place. 

These three conditions must be present if one is to consider training expenditure as an 
investment. It could be viewed that those training courses aimed at the renewal, development 
and conversion of skills are of lasting effect through creating additional, new skills, etc. as 
these skills are not limited to the duration of the “production cycle” alone. They are not limited 
to merely adapting an employee to small job modifications. For example, “training” an 
experienced typist to use an Anglo-Saxon keyboard is merely job adaptation. On the other 
hand, training an employee to use a word processor will be useful over a period of years, those 
in which a new skill will be used. 

Yet training costs are not always isolated. Indeed, training is frequently an integral part of a 
more general investment programme. If this is the case, one must view training costs as related 
to the whole project to appreciate the relevance of the investment as a whole. For example, 
training required as a result of an enterprise introducing new technology should not be viewed 
in isolation from the overall investment. 

Training can also be an element of enterprise development or conversion strategy, for example, 
the provision of training for workers about to be made redundant. Such training would not lead 
to any increases in productivity. In this case, training should be considered as an autonomous 
investment. 

It can be seen, therefore, that company training costs have to evaluated according to specific 
aims in the same way that other investments are evaluated. 
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• What accounting procedure should be adopted? 

This is probably the most delicate issue. Even when training has been totally paid for by the 
company, and assuming it meets the required criteria for considering it as an investment, it is 
impossible - as we have seen - to enter its counterpart, the “return”, on the assets side of the 
company balance sheet. It is questionable whether or not this problem can be overcome. 
Nevertheless, it remains important that economic logic must be applied to training costs. 

In practical terms, this means that company trainers must build a framework that allows for: 

• quantitatively estimating the costs of any training action; 

• assessing with their partners in the company, the costs of the non-resolution of the problems 
identified (monetary costs and others, even “qualitative” ones); 

• measuring the quantitative and qualitative results obtained. 

This means detailed identification and justification of a decision to engage in spending on 
training. From this point of view, the question as to whether one is dealing with investment 
becomes secondary, as does the issue of posting only a part of the costs and benefits in the 
company accounts: neither the social climate or the brand image appear on the balance sheet 
although they are often of the utmost importance. 

As was indicated earlier, most investment study files contained no “human resources” section. 
Companies investing in training should be ready to undertake such studies, as it is no longer a 
matter of supposing, but rather demonstrating the economic value of training expenditure. A 
conceptual framework, that could take its inspiration from investment studies, needs to be 
established. Its scope, however, must not be limited to investment expenditure alone but should 
cover the whole amount of training expenditure and give an economic and social justification. 



Recommendations 

How can the promotion of training investment aimed at developing skills be undertaken 

within the European Union ? 

1. Research programmes related to training as “immaterial investment" should be 
supported. Such studies should propose decision-making tools to company 
management and training managers: How and why to allocate resources to training? 
What costs should be chosen and what gains measured? How should one arbitrate 
between training and other solutions, etc. ? 

2. Ensure that these decision-making and “economic management" training tools are 
tested and validated by European companies within the framework of LEONARDO 
projects devoted to this theme. 

3. Undertake, with the European Accounting Council, a study of accounting and fiscal 
practices vis-a-vis training expenditure, with a view to entering them on the assets 
side qfthe company balance sheet. 
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2.3 Redistribution of responsibilities - Summing-up recommendations 
for the different actors based on the previous conclusions 



If we accept that training is indistinguishable from the trained person then we cannot account 
formally for it on the assets side of the balance sheet, as the trained employee is not the 
property of the company. The central question becomes how to encourage individuals to 
develop and maintain their own personal skills capital through training. Focusing on the 
involvement of individuals presupposes that the respective responsibilities of the State and the 
companies are clearly defined. In this respect, one may refer to the “doctrine” developed by the 
European social partners in the Common Opinions related to training. This doctrine very likely 
represents an “average” European opinion on this issue 7 . 

What courses of action result from these considerations? 

1. For individuals to adopt skills investment behaviour through training, the conditions must 
be favourable from a time and monetary perspective. Studies should be launched on the 
following actions: 

a) a detailed study of training fiscality: current state of fiscal policy in Europe, 
effect of current incentives for individuals, criteria for an incentive-oriented fiscal policy; 

b) studying prototypes for savings-training products with banks, aimed at the 
general public, such as the Caisses d’Epargne (savings banks). 

2. Role of the social partners 

As has been said, investing in training means temporarily diverting resources (time and 
labour) away from production towards forming a tool (skill) which should enable the 
increase or improvement of production or the ability to produce something else. 

Investing, therefore, is forfeiting immediate consumption. 

Such investment requires favourable conditions: the wish to obtain a benefit (material, 
financial), the resources necessary to invest time and money, as well as the existence of a 
suitable training offer. Time can be working hours which may be released for training 
through law, collective bargaining or individual contract. Money can be provided by 
enterprises, if they have an interest in the training, thereby co-investing with the 
employees. Money can also be provided by individuals, themselves, by the State or 
through financing systems based on savings or contingency funds. 
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Within this it clearly states that enterprises are responsible for the retraining of their workers. Financing 
CVT, when it is the decision of the enterprise and in accordance with its needs, is their responsibility 
although it should be possible for the total cost of the training to be tax deductible. Attendance of an 
employee at training should be subject to agreement between the employer and the employee and/or 
his/her representative. An employee who wishes to follow their own training corresponding to a personal 
development need or to his/her own professional project, should be supported by activities financed by 
public funds or financial deductions. Absences should be treated in accordance with legislation and 
existing practice. The questions concerning spending on CVT within enterprises need to be developed 
and practical methods for evaluating the current situation should be defined. 



ERLC 




The role of the social partners consists of making, through collective bargaining, the 
choice in favour of prioritising training investments and acting as arbitrators in that field. 

The Role of the State 

Member States should be invited at the initiative of the European Commission to 
examine their tax systems with a view to encouraging training to provide incentives for 
enterprises and individuals to become more involved with investment policies. 

The Role of Enterprises 

If the accounting rules for enterprises are modified in order to account for training in the 
assets side of the balance sheet, management will be able to arbitrate more clearly 
between material and immaterial investment, such as training. In this way, training 
would become part of the strategic decisions taken by Boards of Directors and would no 
longer be seen as an expense. Training would also be further integrated into the social 
dialogue within enterprises. 



Chapter Six 



Innovative Models for Financing CVT in Germany 

(A report by Dr Uwe Griinewald/Dick Moraal at the Bundesinstitut fur 

Berufsbildung - BIBB) 



1. Introduction 



In this report, we have tried to analyse financing models on a meso-level, through focusing on 
the costs and benefits of certain “innovative” financing models. Within this, we have 
considered certain CVT measures and their operation as well as the financiers and their 
influence on the measure. More detail on the background to the measures can be found in 
Annex 4. 

In the following text, four chosen models, which have also been dealt with in a Leonardo 
project 1 , are outlined, and their innovative nature in terms of the German context is highlighted. 
The three sub-systems of CVT within the German context 2 are not evaluated themselves; 
instead, the report focuses on the way in which the models fit into these sub-systems. 

Within each of the examined models, the co-ordination problems between the three sub-systems 
of CVT in Germany can be identified. Under German CVT conditions, intensive networking is 
necessary in order to implement trans-systemic CVT measures. Each model shows that the co- 
ordination costs of this networking are high, while the social benefits are also significant. The 
question is whether the trade-off between the co-ordination costs and the resulting social 
benefits make such trans-systemic CVT programmes worthwhile. 



2. Overview of the four chosen model institutions 3 



The four models represent the most prominent examples in Germany of financing ‘innovative’ 
measures of CVT and can be characterised as follows: 

• Model 1: “BGZ Simmerath” represents a typical case of financing CVT for individual 
employees, which takes place outside of the enterprise. Such employees undertake full or 
part-time courses in order to get a Master Craftsman degree. This training can be co- 
financed by the Federal Office for Labour or other public institutions. Unlike other training 
institutions (approximately 700) in Germany, BGZ is, in part, run by the national social 



1 Leonardo-project ‘Survey and Analysis’- 3895: ‘Financing models for CVT and FTU: financing of 
continuing vocational training of employed (CVT) and further training for the unemployed (FTU) and the 
role of social partners in this area' Project coordinator: Federal Institute for Vocational Training (BIBB) - 
Dr. Uwe Grunewald and Dick Moraal. Countries covered: Denmark, Germany, Norway and the 
Netherlands. 

2 See Annex 4 for an outline of the German CVT system. 

3 For more details on the four models, please see Annex 4. 



